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August 16, 2002 

James L. Ball 
Chief, Policy Division 
International Bureau 
445 12th Street, S.W. 
Federal Communications Commission 
Washington, DC 20554 

Re: Response to request for further information regarding transfer of certain 
FCC licenses from Bell Atlantic New Zealand Holdings, Inc. to Pacific 
Telecom Inc., IB Docket 02-111. 

Dear Mr. Ball: 

This is written on behalf of Pacific Telecom Inc. (“PTI” or “Pacific Telecom”) in 
response to your letter dated August 1, 2002, requesting further information regarding the 
proposed acquisition of The Micronesian Telecommunications Corporation (“MTC”) and 
associated transfer of control of certain Federal Communications Commission (“FCC” or 
“Commission”) licenses and Section 214 authorizations from transferor Bell Atlantic New 
Zealand Holdings, Inc. (“BANZHI”) to transferee PTI (collectively, “the Joint Applicants”).  
This transaction is being considered by the Commission pursuant to the public notice issued 
May 16, 2002, in IB Docket No. 02-111, DA 02-1173.  We reprint the Bureau’s information 
requests below and then provide our response.  The attachment numbers correspond to the 
information request numbers, but not every information request has a corresponding attachment. 

FCC Information Requests 

1. A copy of the “Shareholders’ Agreement” of PTI referred to on page 3 of the 
Petition for Declaratory Ruling under section 310(b)(4) of the Act. 

Response:  An executed copy of PTI’s Shareholders’ Agreement is appended as 
Attachment 1. 

2. An official copy of the final judicial determination of any criminal complaint filed 
against L&T International resulting from matter referred to in the July 17, 2002 
letter from your firm to the Secretary of the Commission. 



James L. Ball 
August 16, 2002 
Page 2 
 

Response:  Copies of the docket sheet in United States of America v. L&T 
International Corporation, Case Number CR-91-00018, and the court orders of December 23, 
1991, March 6, 1992, and April 10, 1992, are appended as Attachment 2. 

3. A copy of the Stock Purchase Agreement associated with PTI’s proposed 
acquisition of Micronesian Telecommunications Corporation (of which BANZHI 
is the current 100 percent shareholder) and its subsidiary GTE Pacifica. 

Response:  A copy of the executed Purchase and Sale Agreement governing the 
proposed transaction is provided under separate cover (Attachment 3) with a request for 
confidential treatment pursuant to Section 0.459 of the Commission’s rules, 47 C.F.R. § 0.459.   

4. A statement as to whether the Applicants have filed or intend to file materials 
associated with this transfer to the Committee on Foreign Investment in the 
United States (CFIUS). 

Response:  The Joint Applicants currently do not intend to file materials associated 
with this transfer to the Committee on Foreign Investment in the United States (“CFIUS”).  As 
described in their July 1, 2002, Joint Opposition To Petitions To Deny and Informal Opposing 
Comment  (“July 1 Opposition”), even before filing the transfer of control applications with the 
FCC, the Joint Applicants contacted a U.S. Department of Justice (“DOJ”) official responsible 
for coordinating an inter-agency group including the Federal Bureau of Investigation and the 
U.S. Department of Defense (collectively, “the Federal Security Agencies”).  The Joint 
Applicants have continued their contacts with the Federal Security Agencies and pledged their 
continued cooperation with those agencies. 

5. Identification of the beneficiaries of each of the Tan Family Trusts, including 
their citizenship and entitlement, in percentage terms, under the relevant trust.  Additionally, 
please provide information as to the ownership interest that each Tan Family Trust has in Tan 
Holdings Corp. 

Response:  Information responsive to the information request regarding the Tan 
Family Trusts is appended as Attachment 5. 

6. An explanation of the nature of the “affiliation” of Prospector with Citadel 
Holdings, Inc., referred to on page 22 of the Opposition. 

Response:  Prospector Holdings, Inc. (“Prospector”), the fifty percent shareholder of 
PTI, is owned 60 percent by Ricardo C. Delgado (father) and 40 percent by Jose Ricardo 
Delgado (son).  Citadel Holdings Inc. is ultimately controlled through a series of closely held 
corporations by the same two individuals, ninety percent by Ricardo C. Delgado and ten percent 
by Jose Ricardo Delgado. 
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7. In connection with the discussion on pages 16-19 of the Opposition, filed by the 
Applicants, that states that the market will be fully competitive after the 
transaction, please state the market shares of the entities described and the 
transferor in the CNMI local and long distance markets as they are today and as 
they will be, including the transferee, immediately after the transaction closes. 

Response:  As described in the Joint Applicants’ July 1 Opposition, it is 
undisputed that the FCC’s pro-competitive, open-entry policies apply to the local and long 
distance markets in the Commonwealth of the Northern Mariana Islands (“CNMI”) and Guam.  
Although the market is open to competition, to date no competitor has chosen to enter the 
wireline local exchange carrier market.1  Just as on the mainland, however, wireless providers in 
the CNMI provide competition to traditional wireline local exchange carrier local loop services.  
For example, Saipancell provides wireless local service and, indeed, filed a petition with the 
Commission requesting to be designated as an Eligible Telecommunications Carrier, thereby 
making it eligible to receive federal universal service support for wireless local service.2  IT&E 
Overseas, Inc., also operates a service that bypasses the local loop using Internet Protocol 
technology. 

Appended as Attachment 7 is a chart summarizing data provided by transferor 
BANZHI showing the market shares of the various participants in the CNMI long distance 
market.  As the chart indicates, the transferor holds only an eleven percent share of the long 
distance market, the entirety of which will be attributable to the transferee upon consummation 
of the proposed transaction. 

8. Documentation (whether already existing or prepared in response to this request) 
establishing the acquisition cost associated with the cellular system located in the 
Northern Mariana Islands, call sign KNKN616. 

Response:  Documentation of the enterprise value per subscriber of cellular system 
KNKN616 is appended as Attachment 8. 

9. A demonstration that PTI has the financial ability to acquire the cellular system 
licensed under call sign KNKN616 as required by section 22.937 of the 
Commission’s rules, 47 C.F.R. § 22.937, and related Commission precedent. 

                                                 
1 The local rates of The Micronesian Telecommunications Corporation, the CNMI local 
exchange carrier, however, are subject to regulation by the Commonwealth Telecommunications 
Commission.   
2 Guam Cellular and Paging, Inc. d/b/a Saipancell Petition for Designation as an Eligible 
Telecommunications Carrier on the Island of Saipan in the Commonwealth of the Northern 
Mariana Islands, CC Docket No. 96-45 (filed February 19, 2002). 
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Response:  We note that the Commission voted to eliminate Section 22.937 of the 
rules at its open meeting of August 8, 2002, as part of its streamlining of the Part 22 rules 
(WT Docket No. 01-108).  Moreover, longstanding FCC precedent holds that the 
requirement in Section 22.937 that the applicant demonstrate the ability to operate the station 
for one year refers to unbuilt facilities only.  Metro Mobile CTS, Inc., 8 FCC Rcd 8675, 8678 
(1993).  Where an operational facility is sought to be transferred, a transferee need only show 
a reasonable assurance of its ability to finance the acquisition.  Id.  See also Robert L. Kile, 5 
FCC Rcd 513, 514 (1990).  In practice, cellular transferees routinely rely upon public 
knowledge of their creditworthiness and do not submit – nor have they been required to 
submit -- audited financial statements or balance sheets with their applications. 

In this case, Pacific Telecom provides reasonable assurance of its ability to finance 
the acquisition cost of cellular system KNKN616 under separate cover in the form of 
Attachment 9A, letters from well known U.S. financial institutions describing assets held in 
the accounts of the Delgado family, ultimate owners of the 50 percent shareholder of Pacific 
Telecom, that are well in excess of the cellular acquisition cost.3  One financial institution 
requested that its letter be held in “strict confidence,” and, thus, Attachment 9A is submitted 
separately under a request for confidentiality pursuant to Section 0.459 of the Commission’s 
rules. 

Additionally, Pacific Telecom provides as Attachment 9B a copy of the most recent 
final audited financial statements of privately held Tan Holdings Corporation, the parent 
company of the 30 percent shareholder of Pacific Telecom.  Attachment 9B also is submitted 
separately under a request for confidentiality.   

Sincerely, 

 /s/  
      Kenneth D. Patrich 
      Timothy J. Cooney 

cc: Attached Service List 
 Peter D. Shields, Counsel to BANZHI 
 Jennifer D. Hindin, Counsel to BANZHI 

                                                 
3 If the Commission desires more financial information, PTI will be pleased to cooperate.  PTI 
does not provide a balance sheet or audited statements in its own name because, as a corporation 
newly formed solely for the purpose of purchasing the stock of MTC, PTI currently has no 
operating units and the MTC purchase price will not be funded by PTI’s shareholders until 
government approvals of the transaction have been granted. 
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PACIFIC TELECOM INC.
OWNERSHIP STRUCTURE

Ricardo C.
Delgado

(Philippines)

Jose Ricardo
Delgado

(Philippines)
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(CNMI)1
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(Canada)

MICRONESIAN
TELECOMMUNICATIONS

CORPORATION
(CNMI)

GTE PACIFICA INC
d/b/a Verizon Pacifica
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100%

30%

100%
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100%
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or incorporated in
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Islands

1 See Petition for Declaratory Ruling Under Section 310(b)(4) for description of 7 percent foreign 
(WTO) beneficiaries (2.1 percent diluted foreign interest in Pacific Telecom Inc.).   



Summary of Tan Family Trusts’ Ownership in Pacific Telecom 
Inc. 
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100%

100%

Combined 100 %1

100%

(CNMI) = citizens of 
or incorporated in
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Northern Mariana
Islands

1 See attached page for percentages owned by each individual trust.  
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Attachment 7 
FCC Request:  August 1, 2002 
Long Distance Market Share in the CNMI 
YTD June 2002 
 
 
 Long Distance 

(Originating Access Minutes)* 

Verizon Micronesia 0.00% 

Verizon Pacifica 11.00% 

IT&E Overseas 3.83% 

TelePacific Network Inc. 1.10% 

WorldCom 29.68% 

Startec/PCI 0.50% 

All Others (1-800)** 53.89% 

Total 100.00% 

* Source:  June 2002 Summary of billed Carrier Access MOU Report 

** These minutes terminated by AT&T and Sprint via correspondence agreements with Verizon 
Pacifica 
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Valuation of MTC’s Cellular Operations

Minimal future capital expenditures requiredMinimal future capital expenditures required

••With PTI’s initial purchase price, they are getting a fully builWith PTI’s initial purchase price, they are getting a fully built cellular systemt cellular system

••The The CCellular system geographical coverage is over 90% ellular system geographical coverage is over 90% 

••The Cellular system is relatively newThe Cellular system is relatively new

••The minimal ongoing maintenance expenses will come out of the cuThe minimal ongoing maintenance expenses will come out of the currrrent cash flowsent cash flows



Valuation of MTC’s Cellular Operations
EV/Subscriber-2002 - Publicly Traded Asian Integrated Telecom CompaniesEV/Subscriber-2002 - Publicly Traded Asian Integrated Telecom Companies
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As of August 8, 2002
Average = $1,174

Total MTC Cellular Subscribers (as of July 31, 2002)Total MTC Cellular Subscribers (as of July 31, 2002) 9,3009,300

Asian Integrated Telecom Operators Avg. Multiple (Enterprise ValAsian Integrated Telecom Operators Avg. Multiple (Enterprise Value / Subscriber) ue / Subscriber) $1,174 *$1,174 *

Enterprise Value =Enterprise Value = $10,900,000$10,900,000

Less DebtLess Debt 00

Equity Value =Equity Value = $10,900,000 **$10,900,000 **

*   Source: Credit Suisse First Boston - Public Trading Multiples as of August 8, 2002
** Valuation derived using Comparable Company analysis. MTC has 6,000 pre-paid subscribers and 3,300 post-paid 
subscribers. This pre to post ratio is comparable with the average ratio of the Asian Integrated Operators.



 

CERTIFICATE OF SERVICE 

 
I, Felicia Lane, a legal secretary at Wilkinson Barker Knauer, LLP certify that on 

August 16, 2002, the foregoing was served on all parties listed below by hand delivery (indicated 
by asterisk) and U.S. mail, first class, postage prepaid. 

 
James L. Ball* 
Chief, Policy Division 
International Bureau 
Federal Communications Commission 
445 12th Street, S.W., Room 6C-749 
Washington, D.C.  20554 
 

Gardner Foster* 
Policy Division, International Bureau 
Federal Communications Commission 
445 12th Street, S.W., Room 3-A625 
Washington, D.C.  20554 
 

John Branscome* 
Commercial Wireless Division 
Wireless Telecommunications Bureau 
Federal Communications Commission 
445 12th Street, S.W., Room 4-A161 
Washington, D.C.  20554 
 

Susan O’Connell* 
Policy Division, International Bureau 
Federal Communications Commission 
445 12th Street, S.W., Room 6-A847 
Washington, D.C.  20554 

Tracey Wilson* 
Competition Policy Division 
Wireline Competition Bureau 
Federal Communications Commission 
445 12th Street, S.W., Room 5-C437 
Washington, D.C.  20554 
 

David Strickland* 
Policy Division, International Bureau 
Federal Communications Commission 
445 12th Street, S.W., Room 6-A847 
Washington, D.C.  20554 
 

Erin McGrath* 
Commercial Wireless Division 
Wireless Telecommunications Bureau 
Federal Communications Commission 
445 12th Street, S.W., Room 4-B454 
Washington, D.C.  20554 
 

Neil A. Dellar* 
Transaction Team, Office of the  
General Counsel 
Federal Communications Commission 
445 12th Street, S.W., Room 8-C818 
Washington, D.C.  20554 
 

Qualex International* 
445 12th Street, S.W. 
Room CY-B402 
Washington, D.C.  20554 
 

Carl T. C. Gutierrez 
Governor, Territory of Guam 
Post Office Box 2950 
Hagatna, GU  96932 

Robert F. Kelley, Jr., Principal Consultant 
Telecommunications Advisor to the Governor 
Management Communications Services 
590 South Marine Drive, Suite 302 
Tamuning, GU  96911 
 

Robert F. Kelley, Jr. 
Advisor to the Governor 
Office of the Governor 
Territory of Guam 
Post Office Box 2950 
Hagatna, GU  96910 
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Juan N. Babauta 
Governor 
Commonwealth of the 
Northern Mariana Islands 
Box 10007 
Saipan, MP  96950 
 

Diego T. Benavente 
Lt. Governor 
Commonwealth of the 
Northern Mariana Islands 
Box 10007 
Saipan, MP  96950 
 

Robert T. Torres 
Attorney General 
Commonwealth of the 
Northern Mariana Islands 
Box 10007 
Saipan, MP  96950 
 

Representative Stanley T. Torres 
House of Representatives 
Thirteenth Northern Marianas 
Commonwealth Legislature 
Commonwealth of the Northern 
Mariana Islands 
Post Office Box 500586 
Saipan, MP  96950-0586 
 

Representative Jesus T. Attao 
House of Representatives 
Thirteenth Northern Marianas 
Commonwealth Legislature 
Commonwealth of the Northern 
Mariana Islands 
Post Office Box 500586 
Saipan, MP  96950-0586 
 

Representative Andrew S. Sala 
House of Representatives 
Thirteenth Northern Marianas 
Commonwealth Legislature 
Commonwealth of the Northern 
Mariana Islands 
Post Office Box 500586 
Saipan, MP  96950-0586 
 

Representative Joe P. Deleon Guerrero 
House of Representatives 
Thirteenth Northern Marianas 
Commonwealth Legislature 
Commonwealth of the Northern 
Mariana Islands 
Saipan, MP  96950 
 

Thomas K. Crowe 
Law Offices of Thomas K. Crowe, P.C. 
2300 M Street, N.W. 
Suite 800 
Washington, D.C.  20037 

Representative Gloria Dlc. Cabrera 
House of Representatives 
Thirteenth Northern Marianas 
Commonwealth Legislature 
Commonwealth of the Northern 
Mariana Islands 
Post Office Box 500586 
Saipan, MP  96950-0586 
 

Representative Benjamin B. Seman 
House of Representatives 
Thirteenth Northern Marianas 
Commonwealth Legislature 
Commonwealth of the Northern 
Mariana Islands 
Post Office Box 500586 
Saipan, MP  96950-0586 
 



3 
 

 
Diego M. Songao, Chairman 
CNMI Senate Committee on Public 
Utilities, Transportation and Communications 
Thirteenth Northern Marianas 
Commonwealth Legislature 
Commonwealth of the Northern 
Mariana Islands 
Saipan, MP  96950 
 

Anthony A. Das 
Senior Vice President/Managing Director 
for Asia and the Pacific 
PCI Communications, Inc. 
135 Chalan Santo Papa, Suite 101 
Hagatna, GU  96910 
 

Patrick W. Kelley 
Deputy General Counsel 
Federal Bureau of Investigation 
935 Pennsylvania Avenue, N.W. 
Washington, D.C. 20535 

Richard Salgado, Trial Attorney 
Computer Crime Section 
U.S. Department of Justice 
1301 New York Avenue, N.W, Suite 600 
Washington, D.C.  20053 
 

John G. Malcolm 
Deputy Assistant Attorney General 
Criminal Division 
United States Department of Justice 
10th Street & Constitution Avenue, N.W. 
Washington, D.C. 20530 
 

 

  
 
 

                           /s/                                 
             Felicia Lane 

 
 


